International 
Marketing Information 
Series 


44 hm 
Sy 


Foreign Economic Trends 
and Their Implications 
for the United States 


NOVEMBER 1982 


Pet yon ALO 
Frequency: Annual 
Supersedes: 80-117 


iD BY 
J EMBASSY SUVA 


U.S. DEPARTMENT OF COMMERCE 
International Trade Administration 
Washington, D.C. 20230 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual 
subscription, $55. Foreign mailing, $13.75 additional. Single copies, $1.50, available from Publications 
Sales Branch, Room 1617, U.S. Department of Commerce, Washington D.C. 20230 





-2- 


FiJdt: KEY ECONOMIC INDICATORS 


All figures are in millions of Fiji 
dollars, here and elsewhere in this 
report, unless otherwise indicated. 


Exchange Rate, Annual Average 
SUS = SF 


INCOME, PRODUCTION, & EMPLOYMENT 


GDP at Current Prices 
GDP at Constant (1977) Prices 
Per Capita GDP at Current Prices 
(actual figures) 
Daily Mean Industrial Wage 
(dol lars/day) 
Paid Employment (in thousands) ** 
Average Unemployment Rate (%) 
Industrial Production (1972 = 100) 
Disposable Income 
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MONEY & PRICES 


Money Supply, M1 

% of GDP 
Broad Money Supply, M3 

% of GDP 
Maximum Commercial Lending Rate ( 
Consumer Price Index (1979 = 100) 
Average Annual Inflation Rate (%) 
Building Materials Index (1970 =100) 
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BALANCE OF PAYMENTS & TRADE 


Gold & Foreign Exchange Reserves 132. 
Total External Debt 241. 300. 
Total External Public Debt 179. 231 
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Debt Service 20.2 36 
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Balance of Payments, Current Account (61.8) (28. 
Balance of Trade (177.8) (153. 
Exports, FOB 215.0 305 
US Share (%) 15.1 10. 
Imports, CIF 392.8 558. 
US Share (%) 5.7 6. 
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Provisional figures 
This figure is believed to represent 40% of total employment. 


SOURCES 


Bureau of Statistics, Suva 
Central Monetary Authority, Suva 
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SUMMARY 


economy in 1981 proved susC eptible to natural factors and external 
Sectors which siameacis nfluence the GDP and foreign exchange earnings 
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country Ww > adversely Poon by declines in international prices and 
sionary 13 ions in Fiji's major trading partners. Continuing infla- 
j is in these countries resulted in escalating import prices and 
ees bill, causing a record deficit on the current 
payments which was only partly met by inflow of 
eserves at the end of 1981 declined to a level sufficient 
months of imports. The impact of these developments on the 
softened by the improvement in a number of economic sectors. 
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The estimated 1981 output is 20,000 tons, a 
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Local sales fell from $564,000 to $530,000. The Fiji Timber Exporters Associa- 
tion was formed to boost exports and reduce marketing expenses by exploiting 
economies of scale. It will also analyze ways of overcoming inadequate quality 
control and finding buyers for small volume shipments. The pine industry is 
expected to make an important contribution to the expansion of the production 
and export-base of the economy. Total investment in the industry by the end of 
1981 was $32.7 million. Pine is expected to surpass sugar in economic impor- 
tance by the erd of the decade. 


MANUFACTURING/INDUSTRIAL SECTOR: Fiji manufacturing, which involves processing 
of agricultural products and production of light industrial and consumer goods, 
has been encouraged through tariff incentives and income tax concessions. 
Nonresource based import-substituting industries have grown rapidly, and the 
whole package of concessions given to industry is under review. The small 
domestic market does not provide opportunities for taking advantage of econo- 
mies of scale by expanding industries unless export markets are found. In- 
creasing benefits are expected from the 1980 SPARTECA Agreement under which 
many agricultural and manufactured goods can be exported to Australia and New 
Zealand either duty free or without quantitative restrictions. Other inter- 
national trade agreements, such as the Generalized System of Preferences (GSP) 
in which the United States participates, offer advantageous access for certain 
products from Fiji to markets in other industrial nations. 


In recent years, the Government has encouraged energy conservation to reduce 
dependence on imported petroleum. The Fiji Sugar Corporation has substituted 
bagasse for oil in its manufacturing process, and Fiji Forest Industries hopes 





to replace fuel oil with wood-waste. The Monasavu Hydroelectric Scheme, a $200 
million energy development project begun in 1978, will have a generating capa- 
city of 80 megawatts when completed in 1984. An ethanol project has been 
initiated and the plant is expected to have a 21 million liter capacity by 
1983. These energy projects will reduce demand for imported fuel an estimated 
20 percent in 1983 and favorably affect the balance of payments. 


Gold production, Fiji's most important mining activity, is expected to show 
improved output when all 1981 figures are available. Statistics for the first 
10 months show production of 25,448.3 fine ounces, a 22 percent increase over 
the corresponding period in 1980. This represents a welcome change from the 
steady decline seen since 1974 resulting from difficulty in finding high grade 
ores. The 1981 international gold price, however, dropped 34 percent during 
1981. Considerable interest was shown in new mining and oil exploration in 
1981. Gold deposits were reported in the Vuda area, and American-based Pacific 
Energy and Minerals Limited, a leading partner in an oil exploration consor- 
tium, continued carrying out seismic surveys. 


Firm figures for the overall construction sector are not available for 1981. 
Cement consumption increased, reflecting a high level of construction activity 
undertaken by the public sector. To some degree, the rise in cement consump- 
tion resulted from greater substitution of cement for timber. Building acti- 
vity was brisk in the first half of the year. The value of work put-in-place 
was $37.3 million, a 42 percent increase over the equivalent 1980 period, and 
building permits issued in the same period rose 28 percent. The value of 
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imports; and mineral fuels, which climbed to 18.6 percent of retained imports. 
These changes reflect variations in volume and prices. Ina few cases, such as 
the import value of mineral fuels, the entire increase was due to price increases. 


The widening interest rate differential between Fiji and its major trading 
partners led to increased pressure on-the domestic capital market by foreign- 
owned corporations. To correct this trend, applications for increased bor- 
rowings by nonresident companies were considered in light of the CMA's credit 
guidelines for banks and in accordance with prevailing exchange control poli- 
cies. These domestic measures helped reduce the pressure on the balance of 
payments, but they were not expected to reverse or neutralize the external 
deficit. To do so would have required deflationary measures not compatible 
with the objective of economic growth. 


At the end of 1981, foreign reserves stood at $120.1 million, 8 percent below 
the 1980 level. This was equivalent to 2.7 months of imports, compared with 
3.4 months at the end of 1980. The Fiji dollar depreciated on the average in 
1981 against the U.S. dollar, the yen, and the Australian dollar. It appre- 
ciated against other currencies in general. The exchange rate is determined by 
a composite trade-weighted basket of currencies. 


Fiji's total external debt (disbursed and undisbursed) reached $300.8 million 
at the end of 1980, the latest year for which figures are available. The share 
of the public sector was $231.0 million or 76.8 percent. The private sector 
share totaled $69.8 million or 23.2 percent. Total outstanding debt (dis- 
bursed) in 1980 was $198.5 million or 22.9 percent of GDP for that year, com 
pared with 20.1 percent in 1979. Most consisted of public sector borrowing for 
development and infrastructure projects. The disbursed external debt of the 
private sector was $60.0 million. Debt servicing stood at $36.6 million or 7.5 
percent of exports of goods and services in 1980, compared with 5.1 percent in 
1979. The public sector accounted for $24.7 million or 76 percent, compared 
with 55 percent in 1979. 


FORECAST 


The economic outlook for Fiji in 1982 is mixed. GDP is expected to rise less 
than 2 percent. Assuming economic recovery in industrialized countries, ex- 
ports may show an improvement. The upward trend in import prices may also 
moderate if the inflationary situation improves in countries that comprise 
Fiji's major suppliers. This may reduce the expected current account deficit 
from the high level of 1981. It is all too likely, however, that external 
reserves will continue to decline sharply in spite of anticipated capital 
inflows in 1982. One scenario has external reserves at the close of the year 
at a critically low level barely enough to finance 2 months of the nation's 
imports. The situation could be worse if import demand is not kept in check. 


To ensure the best rather than the worst case scenario, Fiji will strive to 
maintain, if not increase, the level of private and public investment to deepen 
and widen the economic base and increase employment opportunities. This will 
require identification of suitable projects, preparation of a detailed program 
for taking them up,and efforts to involve the private sector more fully in 
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A governmental program of incentiyes assists both local and foreign investors 
through tax and import duty concessions, depreciation allowances, rebates on 
export profits, tax holidays, technical aid, and protection (in rare cases). 
Preferences are given to Fiji citizens setting up new industries which they are 
capable of running; but where local investors wish to launch joint ventures 
with overseas interests in such industries, encouragement and support are 
given. Foreign investors are encouraged in areas where capital requirements 
are high and local technological and managerial skills are unavailable. 
Enterprises combining foreign and local capital are particularly encouraged, 
especially where foreign involvement may lead to the establishment or expansion 
of export markets. Industries based on local conmodities or producing inputs 
required by primary and other sectors are assigned highest priority by the 
Government, those based on imported raw materials producing essential items for 
the domestic market or goods for export are given moderate priority, and those 
based on imported raw materials producing nonessential items receive low 
priority. 


The Economic Development Board of Fiji was created by the Government to promote 
investment in and the development of industries, ventures, or enterprises that 
enhance employment opportunities, increase exports, reduce imports, or other- 
wise benefit the economy of Fiji. As the first point of government contact, 

the Board will provide potential investors with information on all aspects of 
industrial investment and development and facilitate dealings with the various 
ministries and departments. Correspondence should be addressed to the Director, 
Economic Development Board, P.O. Box 2303, Government Buildings, Suva, Fiji. 


S. GOVERNMENT PRINTING OFFICE 
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WORLDWIDE 
BUSINESS 
OPPORTUNITIES... 
FREE! 


Here's acalendar of U.S. trade promotion events to be 
held abroad during the upcoming months. It’s yours free 
for the asking. You'll find out about exhibitions, trade 
missions, and seminars featuring specific U.S. products 
and services, where they’re being held, and whom to 
contact for more information. Whether your products are 
agricultural machinery or textiles manufacturing 
equipment, energy systems or computers, we’ve got an 
exhibition custom tailored to your export needs—and 
designed to introduce your products to ready and eager 
buyers overseas 


Send for your free copy of the Overseas Export 


Promotion Calendar today. Your world markets are 
waiting 
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MAIL TO 


U.S. DEPARTMENT OF COMMERCE 
international Trade Administration 
Office of Export Marketing Assistance 
Export Communications Section, Rm. 4009 
Washington, DC 20230 


Yes! Please send me my free copy of the Overseas Export Promotion Calendar. 


Name 





Company 





Address 





City 














